§1436.7

storage facility with an expected useful
life of at least 15 years if CCC deter-
mines there is a need for the capacity
of the structure.

[66 FR 4612, Jan. 18, 2001, as amended at 67
FR 54938, Aug. 26, 2002]

§1436.7 Loan term.

The maximum term of the loan shall
be 7 years from the date a promissory
note and security agreement are exe-
cuted, except in the case of a sugar-re-
lated loan in which case CCC, at its dis-
cretion, may authorize a loan of 15
yvears. The minimum term of a sugar-
related loan is 7 years. No extensions of
the loan term will be granted. The loan
balance and all related costs are due 7
years from the date of the execution of
the promissory note and security
agreement, except in the cast of a
sugar-related loan, in which case such
balance and costs are due 15 years from
the date of the promissory note and se-
curity agreement are executed.

[67 FR 54939, Aug. 26, 2002]

§1436.8 Security for loan.

(a) Except as agreed to by CCC, all
loans shall be secured by a promissory
note and security agreement covering
the farm storage facility. The promis-
sory note and security agreement shall
grant CCC a security interest in the
collateral and shall be perfected in the
manner specified in the laws of the
state where the collateral is located.
CCC’s security interest in the collat-
eral shall constitute the sole security
interest in such collateral except for
prior liens on the underlying realty
that by operation of law attach to the
collateral if it is or will become a fix-
ture. If any such prior lien on the real-
ty will attach to the collateral, a sev-
erance agreement must be obtained in
writing from each holder of such a lien,
including all government or USDA
agencies. No additional liens or encum-
brances may be placed on the storage
facility after the loan is approved un-
less CCC approves otherwise in writing.

(b) For loan amounts exceeding
$50,000, or where the aggregate out-
standing loan balance will exceed
$50,000 or for loans where the approving
committee determines as a result of fi-
nancial analysis that additional secu-
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rity is required, a lien on the real es-
tate parcel on which the farm storage
facility is located will be required in
the form of a real estate mortgage,
deed of trust, or other security instru-
ment approved by the United States
Department of Agriculture’s Office of
General Counsel. CCC’s interest in the
real estate shall be superior to all
other liens and is the first lien that se-
cures the amount of the loan. A loan
will be considered to be adequately se-
cured when the real estate security for
the loan is at least equal to the loan
amount. If the real estate is covered by
a prior lien, a lien waiver may be ob-
tained by means of a subordination
agreement approved for use in the
State by USDA’s Office of General
Counsel. CCC will not require such an
agreement from any agency of the De-
partment of Agriculture. Loans may be
secured by a junior lien on real estate
when the loan is adequately secured
and a severance agreement is obtained
from prior lien holders.

(c) Title insurance or a title opinion
is required for loans secured by real es-
tate.

(d) Real estate liens may cover land
separate from the collateral if a lien on
the underlying real estate is not fea-
sible and if:

(1) The borrower owns the separate
acreage; and

(2) the acreage has sufficient value
based on the fair market value of the
acreage at the time of the application
as determined by the county com-
mittee, to insure repayment of the
loan.

(e) Notwithstanding the preceding
subsections of this section, a borrower,
in lieu of such liens as are otherwise
required by those subsections, may
provide a letter of credit, bond, or
other form of security, as approved by
CCcC.

(f) If an existing structure is remod-
eled and an addition becomes an at-
tached, integral part of the existing
storage structure, CCC’s security inter-
est shall include the existing storage
structure.

(g) The cost of loan closings by attor-
neys, title opinions, title insurance,
title searches, filing and recording all
real estate liens, fixture filings and
later subordinations will be paid by the
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